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QUARTERLY FOCUS: 2002 YEAR IN REVIEW
Table 1

C YEARAT AGLANCE C
TOTAL IMPORTS

WEIGHTED AVG. PRICE

COUNTRY OF ORIGIN BCE ($/MMBtu)
Canada 3844.8 $3.08
Mexico 17 $2.36
Algeria 26.6 $3.21*
Brunei 2.4 $2.82 *
Malaysia 2.4 $3.13 **
Nigeria 8.1 $2.89 ***
Oman 3.0 $2.85*
Qatar 35.1 $3.01 ***
Trinidad and Tobago 1511 $3.27 *
TOTAL 4075.2

TOTAL EXPORTS

WEIGHTED AVG. PRICE

COUNTRY OF DESTINATION BCF ($/MMBtu)
Japan 63.4 $4.03 *rrx
Canada 189.3 $3.28
Mexico 263.5 $3.30
TOTAL 516.2

*kkk

Landed price.

Tailgate price.

Includes both landed and tailgate prices.
Delivered price.

Table 1 showsthe volumesand prices of natural gasimports by country of origin, and natural
gas exports by country of destination for 2002. The weighted average pricefor importsisthe
per unit price (MMBtu) at the point of entry into the United States. The price shown for
exportsis at the point of exit, with the exception of salesto Japan. The price for exports to
Japan is shown as adelivered price.

Natural gasimports, for the fifteenth consecutive year, reached an historic highin 2002. The
United States imported 4,075.2 Bcf and exported 516.2 Bcf of natural gas, resulting in net
importsof 3,559 Bcf for theyear. Thoughimportsrose64.1 Bcf thisyear, netimportsdeclined
compared to 2001 (3,647.4) dueto asignificant rise in export trade.

In 2002, natural gas exportsincreased by 142.4 Bcf, or 38 percent from the 2001 level (516.2
v. 373.8 Bcf). Exportsto Mexico increased 33 percent and exports to Canada rose over 106
percent. Exportsto Japan fell slightly (63.4 v. 65.8).
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1 Figure 1 shows natural gas import and export activity over the past 17 years (1986-2002).

1 From 1986 to 2002, gross imports have grown by over 443 percent (750 Bcf v. 4,075.2 Bcf).
Total grossimportsinto the U.S. thisyear increased by 64 Bcf, or 1.6 percent over last year's
level (4,075 Bcf v. 4,011 Bcf in 2001). The year’s gain in import volumes was the result of
growth in short-term Canadian supplies primarily serving Midwest markets.

1 Total exportsthisyear reached 516.2 Bcf, arecord high. During 2002, about 51 percent of the
volumes (263.5 Bcf) were exported to Mexico, 37 percent of the volumes (189.3 Bcf) were
exported to Canada, and 12 percent (63.4 Bcf) of the gas exports were shipped to Japan.
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UNITED STATES- CANADA TRADE

CANADIAN NATURAL GAS IMPORTS Figure 2
VOLUMES AND PRICES
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1 Figure 2 shows the volume and price trend for Canadian natural gas imports during the past
21 years.
1 In 2002, Canadian natural gas imports grew by 82.2 Bcf, establishing a new record at 3,845

Bcf. Therateof growthfromthe 2001 level was2.2 percent. Theaverageinternational border
price for Canadian gas supplies in 2002 was $3.08 per MMBtu. This price was almost 30
percent lower than last year's average price of $4.36 per MM Btu, which wasthe highest since
1983.

1 Thereduced pricefor gassuppliesduring 2002 hasresulted in asignificant declinein revenues
for Canadian gas producers. In 2002, it is estimated that Canadian gas revenues were $11.8
billion, compared to an estimated $16.3 billion in 2001.

1 The average price of gas imported from Canada in 2002 was $3.33 per MM Btu under long-
term contracts (supply contracts longer than 2 years) and $3.01 per MM Btu under short-term
contracts (supply contracts of 2 years or less).

1 During 2002, Canada's share of the natural gas import market in the United States was 94.3
percent. LNG imports from Algeria, Australia, Nigeria, Oman, Qatar, and Trinidad and
Tobago represented about 5.6 percent of theimport market, and Mexico's share was less than
1 percent.
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Canadian Natural Gas Imports By Point of Entry Figure 3
_ _ 2001 vs 2002 _ _
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1 Figure 3 compares natural gasimports from Canada by point of entry for 2001 and 2002 and

distinguishes between imports made under short-term and long-term import authorizations.

1 Figure 3 shows varied activity at the major import points this year. During 2002, the
international border pointsof Port of Morgan, Montana, and NiagaraFalls, New Y ork, showed
the largest increase in volumes. Imports at both these points rose 19 percent this year. An
increase in activity was also seen at Sumas, Washington (up 8 percent). Import levels at all
other major entry pointsfell thisyear: Eastport, Idaho (down 5 percent); Noyes, Minnesota,
(down 10 percent); Waddington, New York (down 2 percent); Calais, Maine (down 19
percent); and Sherwood, North Dakota (down 2 percent).

1 Natural gasimportsat theminor entry pointson the U.S.- Canadainternational border showed
varied activity in 2002 compared to the previousyear. Thelargest increase was seen at Grand
Island, New Y ork, where Canadian imports increased by almost 15 percent. Thiswasdueto
anincreasein spot salesto themid-Atlanticregion (primarily New Y ork State). Importsat the
Pittsburg, New Hampshire, point fell by 25 percent this year due to a drop in long-term
contract activity.
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UNITED STATES- MEXICO TRADE

Natural Gas Exports To Mexico
(1988 - 2002) Figure 4
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During 2002, 263.5 Bcf of natural gaswasexported to Mexico. Thisrepresentsthe highest level
of natural gas exports to Mexico on record. As shown in Figure 4, the gas was exported at
eleven interconnects along the U.S.-Mexico border. Approximately 30 percent of the year’'s
exportsto Mexico occurred at the McAllen, Texas, border point on the Kinder Morgan Border
Pipeline, formerly the Coral-Mexico Pipeline. In addition, 22 percent was exported on the
Samalayuca Pipeline, located near Clint, Texas, and 20 percent was exported at Alamo, Texas,
on the Tennessee Gas Pipeline. Thisyear’ stotal exportsto Mexico (263.5 Bcf) includes 402.6
MMcf of LNG, whichwasexported viatruck, to Nogal es, Sonora, and BajaCalifornia, Mexico.

Theweighted average price of exportsto Mexico in 2002 was $3.30 per MMBtu, which was 24
percent lower than last year's average price of $4.34 per MMBtu. Last year’s price was the
highest since 1984, when the price was $4.48 per MMBtu (EIA/DOE-0130 (August 2001),
Natural Gas Monthly, Table SR9, page xxxii).

During 2002, imports from Mexico decreased 83 percent from the 2001 level (1.7 Bcf v.10.3
Bcf). The average price for Mexican gas supplies was $2.36 per MMBtu. This price was 53
percent lower than last year's price of $5.00. Thisyear, 45 percent of thevolumeswereimported
on the Texas Eastern Pipeline, in Hidalgo, Texas; 32 percent were imported on the Tennessee
Pipeline, near Alamo, Texas, and 23 percent were imported on the Kinder Morgan Border
Pipeline near McAllen, Texas.

Figure5 on the following page is a map showing the identity and location of the nine existing
natural gas pipelines enabling cross-border trade between the United States and Mexico. The
tableincluded with Figure5 estimatesthedaily design capacitiesin MMcf for al of thepipelines
and provides their actual average daily throughput from 1992 through 2002.

On September 1, 2002, the North Baja Pipeline commenced operation. The $230 million,
220-mile pipelinewasdevel oped jointly by SempraEnergy International, which owns Gasoducto
Bajanorte Pipeline, the 140-mile Mexican leg of the pipeline, and PG& E Gas Transmission
Northwest, which owns North Baja Pipeline LLC, the 80-mile U.S. segment. The pipeline
begins at an interconnection with El Paso Natural Gas Company, near Ehrenberg, Arizona,
traverses California, then crosses the border near Ogilby, California, west of Yuma, Arizona.
It continues west through Northern Bgja California, Mexico, and terminates near Tijuana,
Mexico. The pipelineis authorized to transport 516 MMcf per day and will serve marketsin
Southern California, Mexico, and Northern Baja California, Mexico. In 2002, 11.5 Bcf of
natural gas flowed to Mexico on the North Baja Pipeline.

Kinder Morgan Energy Partners LP's (KMP) Mier-Monterrey gas pipeline was placed into
service on March 20, 2003. The 95-mile pipeline interconnects with KMP' s Texas intrastate
system in Starr County and connects to a power plant complex near Monterrey, Mexico. The
pipelineiscurrently transporting 375 MM cf per day of gasunder al15-year contract with Pemex.
Monterrey isone of Mexico’ sfastest growing industrial areas. The pipeline hasthe capacity to
transport up to 550 MMcf per day of compressed natural gas.
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LNG TRADE
LNG TRADE Figure &
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Figure 6 compares imports and exports of liquefied natural gas (LNG) for 2001 and 2002.

During 2002, 5 companies, led by Distrigas Corporation (Distrigas) and BG LNG Services,
imported 228.7 Bcf of LNG into the United States. Asshown in Figure 6, total LNG imports
in 2002 decreased by 9.4 Bcf or 3.9 percent from the 2001 level (228.7 v. 238.1 Bcf). Imports
by Distrigasinto its Everett, Massachusetts, terminal increased 21.5 percent compared to 2001
(109.8 v. 90.4 Bcf). BG LNG Services, the year's second largest importer of LNG, imported
92.1 Bcf of supplies into the Lake Charles, Louisiana, terminal. In addition, two other
companies imported 10 Bcf of LNG under short-term/spot arrangements at Lake Charles this
year: CMSMarketing, Servicesand Trading Company (CMS) and Shell NA LNG. Importsinto
the Elbalsland, Georgia, terminal by El Paso Global Gas (Cayman) Company (El Paso Global)
totaled 16.8 Bcf this year.

Table 2 on thefollowing page shows adetailed listing of 2002 imports of LNG. During 2002,
atotal of 105 cargoesof LNG wereimported into the United States. Distrigasimported atotal
of 48 cargoesinto its Everett, Massachusetts, receiving terminal (up from 39 cargoesin 2001).
It purchased 1 cargo from Algeriaunder along-term import authorization and 47 cargoesfrom
Trinidad and Tobago using both long-term and short-term authority. BG LNG, the largest
importer at the Lake Charles, Louisiana, terminal this year, imported 43 cargoes from five
countries.
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2002 Importsof Liquefied Natural Gas

Table 2
Name of Country of | Number of Receiving Volume Avg. Price
I mporter Origin Cargoes Terminal (Mcf) (MM Btu)
BG LNG Services Algeria 10 Lake Charles, LA 23,857,876 $3.20
BG LNG Services Nigeria 2 Lake Charles, LA 5,402,885 $2.71
BG LNG Services Oman 1 Lake Charles, LA 3,013,462 $2.85
BG LNG Services Qatar 12 Lake Charles, LA 32,642,616 $3.04
BG LNG Services Trinidad 18 Lake Charles, LA 27,229,808 $3.27
CMS Marketing Maaysia 1 Lake Charles, LA 2,422,954 $3.13*
CMS Marketing Nigeria 1 Lake Charles, LA 2,720,284 $3.25*
CMS Marketing Qatar 1 Lake Charles, LA 2,438,760 $2.60*
Distrigas Corp. Algeria 1 Everett, MA 2,725,850 $3.35
DistigasCop. | Trinidad | 47 | EveretMA | 107036872 | $325
ElPaoGlobd | Trinidad | 10 | Elbaidand,GA | 16837260 | $338
Shell NA LNG Brunei 1 Lake Charles, LA 2,401,111 $2.82
105 228,729,738 $3.20

* Denotestailgate price. All other imports are at “landed cost.”

Other spot market sales at Lake Charlesin 2002 included CMS Marketing (1 cargo each from

Malaysia, Nigeria and Qatar); El Paso Global (10 spot cargoes from Trinidad); and Shell NA

L ong-term authorizations. The average landed price of Algerian LNG imported in 2002 by

Distrigas was $3.35 per MMBtu, a 22 percent decrease from the 2001 price of $4.28. The
average landed price of LNG imported from Trinidad was $3.04, down 25 percent from last

Short-term authorizations. The averagelanded pricespaid by BG LNG Services, Distrigas,

El Paso Global, and Shell were $3.12, $3.49, $3.38, and $2.82 per MMBtu, respectively. The

1
LNG (1 spot cargo from Brunei).
1
year’'s price of $4.06.
!
average tailgate price paid by CM S was $3.00.
1

In addition, EcoElectrica, L.P. imported 13 LNG cargoes totaling 22.3 Bcf from Trinidad and

Oman for itsgas-fired cogeneration plant in Puerto Rico. The LNG wasimported under along-
term authorization and had an average price of $4.31 per MM Btu.
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1 Table 3 below showsthe growth and diversity of countries supplying LNG to the U.S. over the
past eight years, and shows the growing importance of spot salesto thistrade. The growthin
LNG thisyear isdirectly attributable to a record number of spot cargoes from seven countries:
Algeria, Brunei, Maaysia, Nigeria, Oman, Qatar, and Trinidad and Tobago. Spot salesthisyear
accounted for 74 percent of total LNG imports, up from 64.3 percent in 2001.
Table 3
Spot/Short-Term Sellers of LNG
To The United States
(Billions of Cubic Feet)
Country 1995 | 1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002
R Algeria den 3L 271101 1571230 1239
United Arab Emirates 4.9 2.4 5.3 2.7 2.7
__________________ Australia Lo 20 L ALE ) 19 59 2
R oo Y (R AN S N 19.7.1.460 1.228 | 351
.Jrinidad and Tobago | 1 ol 132 1.30:3 1.550 1943
Malaysia 2.6 2.4
R Nigeria ol 127 1.380 | .81,
— ASALLCLIN N N S R S 10.0 |.120 1..30.
Indonesia 2.8
Brunei 2.4
Total Spot Market 2 3 5 8 27 56 68 83 *
Cargoes
Total LNG Spot Sales 51| 49 12.1 | 19.6 | 60.2 | 116.1 | 153.2 | 169.2
% of Total LNG Imports | 285 | 122 | 156 | 228 | 36.8 | 51.4 | 64.3 | 74.0

* 1n 2002, seven of the spot market cargoes were split cargoes, meaning that a portion of the cargo wasimported under a
long-term import authorization (Distrigas' Docket No. 95-100-LNG).

LNG is now widely considered a viable option to domestic supplies. Increased demand for
natural gas, especialy for new power-plant construction, coupled with ageneral declinein gas
production, have positioned LNG to become a smal but significant supply source.
Approximately 20 new LNG projects have been announced, and proposals for the construction
of numerous receiving terminals are being considered for North America, the Bahamas, and
Mexico. In addition, new types of projects, where LNG would be regasified offshore then
transported through offshore pipelines to the U.S., are being proposed and eval uated.
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Heightened interest in LNG is also prompting changes at many of the existing U.S. facilities.
Over thelast four years, al four LNG facilities have seen changes in ownership and many are
overseeing facility expansions and enhancements in preparation for increased activity. A
summary of current activity is provided below:

S

On December 18, 2002, CM S Energy Corporation received approval from the Federal
Energy Regulatory Commission (FERC) to expand its Lake Charles, Louisiana, LNG
terminal, the largest operating facility in the country. CMS Trunkline LNG Company
plans to expand the facility to approximately 1.2 Bcf per day of sendout capacity, up
fromitscurrent sendout capacity of 630 MMcf per day. Anincreasein storage capacity
isalso planned at theterminal, pushing it to 9 Bcf fromthe current 6.3 Bcf. The capacity
is expected to be availablein early 2005.

On September 5, 2002, Williams sold its Cove Point LNG Facility to a subsidiary of
Dominion Resources for $217 million in cash. Thefacility, located on the Chesapeake
Bay inLusby, Maryland, currently isused for storage and to serve customersduring peak
demand periods. Cove Point has the capacity to store 5 Bcf of LNG and has a daily
sendout capacity of 1 Bcf. Thefacility isexpected to becomereactivated asthe nation’s
largest LNG import terminal by mid-2003. An additional 2.5 Bcf of storage capacity is
being planned and expected to be in service by 2004.

Southern LNG, asubsidiary of El Paso Corporation, plansto expanditsElbalsland LNG
facility. Aspart of an application filed with the FERC on May 31, 2002, Southern LNG
seeks authority to expand the storage capacity of the terminal by constructing and
operating a fourth cryogenic storage tank; to increase its average design sendout rate
from 446 MMcf per day to 806 MM cf per day; and to increaseits maximum sendout rate
from 675 MMcf per day to 1,215 MMcf per day.

Figure 6 shows the volume of LNG exported by Phillips Alaska Natural Gas Corporation
(Phillips) and Marathon Oil Company (Marathon) fromKenai, Alaska, to Japan during 2001 and

2002.

LNG exportsto Japan this year decreased dightly from the 2001 level (63.4 v. 65.8 Bcf). The
weighted average delivered price for these volumes in 2002 was $4.03 per MMBtu, which
represents a 7.4 percent decrease over the 2001 price of $4.35.

LNG volumes totaling 402.6 MMcf were exported to Nogales, Sonora, Mexico, and Baja
Cdlifornia, Mexico, viatruck, thisyear.

Note: Dataused in thisreport are from company filings made with the Office of
Fossil Energy (FE). All 2001/2002 year-to-year comparisons utilize FE data.
One should be mindful of the fact that FE datais collected on an equity (sales)
basis, rather than on a custody (physical movements) basis, as employed by the
Energy Information Administration (EIA) in itsreports. As aconsequence, the
data may have some minor variances.
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